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AUSTRIAN KEY ECONOMIC INDICATORS 


Unless otherwise indicated, 


all values in billions 


of Austrian Schillings (AS) and millions of US Dollars 


and represent period averages. 


Exchange Rate: US$1.00 = 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices 


GNP at Constant (1964) Prices 


Per Capita GNP, Current Prices 


Plant & Equipment Investment 
Net Mass Income b/ 
Indices: 

Industrial Production 


Avg. Industrial Wages 
Labor Force (1000s) 


Avg. Unemployment Rate (%) 


MONEY AND PRICES 
Money Supply (M1) 
Interest Rates (Central Bank) 
Indices: 
Wholesale Price 
Retail Sales 


(1976=100) 
(1973=100) 


BALANCE OF PAYMENTS AND TRADE 


(1971=100) 
Avg. Labor Productivity (1971=100) 
(1956=100) 


(%) 


Gold & For. Exchange Reserves c/ 


External Federal Debt 
Annual Debt Service 
Balance of Payments e/ 
Balance of Trade a 
Exports, FOB 

U.S. Share 

Imports, CIF 

U.S. Share 


1976 
(AS Bill.) 
AS17.95 


728.7 
382.7 
AS97,000 


139.3 


381. 


228. 
AZ 
581. 
2,74 

as 


142. 
4. 


76. 
BD. 
4. 
£9 % 
54. 
LoZs 
4. 
206. 
6. 


1 
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1977 
(AS Bill.) 
AS16.53 


790.5 
395.9 
AS105,130 
213.8 
415.2 


i22. 
124. 
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1977 
($ mill.) 
AS16.53 


47,822 
23,950 
$6,360 
12,934 
25,118 


122.6 
124.4 
633.0 
2,788 

Loe 


9,094 
Dio 


103.0 
118.0 


4,095 
2,869 
249 
2,382 
4,420 
9,794 
305 
14,207 
424 


% Change 
1977 vs. 
1976 a/ 


42.5 
35.8 

6.4 
26.3 
14.0 
13.6 


1978 est. 

(AS Bill.) 
AS14.87 
(Jan-Apr av.) 


835.4 
402.0 
AS111, 390 
227.4 
442.2 


23% 
129. 
674. 
2,807 
250 


L375 
Is0 


419.2 


57.0 
5° 
4.9 
- 30.0 
- 64.5 
174.0 
5.2 
239.7 
7.5 


£/ 
£/ 


MAIN IMPORTS FROM THE U.S. IN 1977: ($ million) 

Non-electric machinery, excluding business machines (66.2); business machines 
vehicles, including airplanes & hoats (34.7); electrical machinery & equipment 
metal ore & scrap (24.9); 


basic chemicals & compounds (22.6); 


(35.5)'s 
(26.8); 


Footnotes: 

a/ Changes based on unrounded Schilling rather than Dollar converted values. 

b/ Income of dependently employed persons plus transfer payments, after taxes; 
excludes self-employment income. 
Official reserves at central bank; 
Since June 10, 1977. 
Current account plus balance of long-term capital transactions. 
Deterioration. 
Excluding valuation changes resulting from currency realignments. 


Year-end figure. 


Sources: Austrian National Bank, Central Statistical Office, Austrian Finance Ministry, 


Austrian Institute for Economic Research 





Summary 


Although there were some bright spots in Austria's economic performance 
during 1977, the overall trend was downward toward stagnation and there 
was an intensification of certain negative developments -- a record trade 
deficit, loss of foreign exchange reserves and a high budget deficit -- 
which have led to new government counter measures. 


Real income growth, employment and price developments during 1977 were 
favorable. According to the 1977 OECD review of the Austrian economy, 
the present unemployment rate is one of the lowest in Europe, the rate 
of inflation, as measured by the annual advance of the consumer price 
index, is less than half the rate for European OECD members, and real 
disposable income has continued to grow faster than in most of Austria's 
trading partners. 


During the course of 1977 it became increasingly clear that Austria 
could not continue economic policies which were producing unsustain- 
able deficits. These policies were based in part on an assumption 
that there would be a marked increase in. demand for Austrian exports 
as major trading partners showed economic growth. This did not happen. 
At the same time high disposable income produced a sharp increase in 
imports. By the end of the year, the Government had implemented or 
announced policy changes intended to reduce imports, stimulate in- 
vestments, especially in export-competitive areas, and to reduce 
expenditures thereby cutting the budget deficit. 


Against this background, forecasts for economic growth in 1978 are 
bearish. The Austrian Institute for Economic Research (AIER) projects 
continuing stagnation, forecasting real GNP growth of 1.5% with 1% in- 
crease in industrial production. AIER attributes this slowdown more 
to the dampening effects of Government restrictive policies than to 

a drop in external demand, which proved unexpectedly strong during 

the first four months of 1978. This latter development has helped 
slow an anticipated increase in the unemployment rate. 


Recent statements by the Chancellor and his Finance Minister make clear 
the Government's continued intention to maintain the highest possible 
level of employment and stability while reducing the budget & payments 
deficits. Although the Finance Minister warned against premature optimism 
he was able to say that the trade deficit was reduced by 15% during the 
first four months of 1978. 


A serious threat to Government stabilization policy is a drive for tax 
reduction spearheaded by the trade unions. The Government has given 
notice that it will oppose cuts, for the time being at least, arguing 
that the unions must adjust their income policy to realities. 


With a further deterioration of the dollar vis-a-vis the schilling, 
U.S. exports to Austria in 1977 continued to account for 3% of Austrian 
imports. U.S. exports to Austria were up 8.4% in the first quarter of 
1978; if this trend continues, U.S. exports in 1978 could increase the 


U.S. share of the Austrian market somewhat. 
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Current Economic Situation and Trends 


The six months since the last Trends Report have witnessed 

a further slowdown of the Austrian economy, partly due to a 
lessening of foreign demand and partly in response to the 
implementation of austerity measures aimed at curbing ex- 
cessive private demand for imported and luxury goods (in- 
cluding cars). The period was also marked by the introduct- 
ion of additional fiscal and monetary measures designed 

to stimulate investments through cheap credits and the 
adaption of a slightly more flexible "hard currency" policy. 
Inflationary pressures continued to ease and employment levels 
set new monthly records, although unemployment has shown an 
upward trend and is expected to reach 2.5 percent this year 
after 1.8 percent in the preceding two years. Relative to 
the situation in other countries, the overall outlook 
continues favorable, but soft spots are evident and their 
number tends to increase. In March 1978, the dollar reached 
a new post-war low (US$1.00 = AS14.3950) but at the time of 
writing had recovered somewhat. The trade-weighted average 
appreciation of the Austrian schilling amounted to 3.5 per- 
cent in 1977 -- the appreciation vis-a-vis the US dollar 

was 8 percent. In the first four months of this year, the 
schilling appreciated 10% more vis-a-vis the dollar over 

the 1977 average. The two leading economic research insti- 
tutes, linking Austria's situation partly to the general 
downturn in the world economy but also to domestic econ- 
omic policy measures, agree in their assessments that 
Austria's economic prospects have deteriorated and by roughly 
Similar amounts. 


According to the semi-official Austrian Institute for 
Economic Research (AIER), restraints on domestic demand 
prompted by the need to stabilize budget and international 
payments deficits will be the principal factor limiting 
the rise of real GNP to about 1.5 percent in 1978 after a 
3.5 percent increase in 1977. The increase in private 
consumption is expected to slow down from 7 percent last 
year to about one percent in 1978, mainly due to the con- 
sumer rush late in 1977 to purchase "luxury items" be- 
fore the value added tax (VAT) increased from 18 to 30 
percent on January 1, 1978. This trend will be reinforced 
by more restrictive consumer credit policies and increasing 
private savings. 


Economic policy currently finds itself in a dilemma between 
two contradictory goals: The need to rehabilitate the 
current account imbalance which calls for a reduction in 
domestic demand and the maintenance of full employment 

and growth targets. To achieve both goals, the authorties 
have instituted monetary and fiscal policies which have 
some expansive and some restrictive features. Tax boosts 
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which took effect early in 1978 were accompanied by announ- 
cement of a comprehensive medium and long-term investment 
program promoting large-scale construction and infrastruc- 
ture projects in the public sector as well as structural 
adjustments in private industry with emphasis on product- 
ion of export-intensive and import-substituting high- 
quality goods. While demand restraints already have shown 
their effects, the results of investment incentives will 
not be seen for some months. 


The slowdown of economic activity, reflected in a contin- 
uous deceleration of quarterly growth rates of real GNP 
from 6.5% in the third quarter 1976 to 2.0% in the third 
quarter 1977, was temporarily arrested in the last quarter 
of 1977 mainly because of special factors, notably stepped 
up purchases in anticipation of the introduction of the 
luxury tax. In the fourth quarter of 1977, real economic 
growth amounted to 2.3% (3.0% excluding agriculture). This 
was supported by a vigorous expansion (9.6%) of private 
consumption, the bulk of which was channeled into imports, 
in particular automobiles and other consumer durables, but 
which also spurred domestic manufacturing, though to a 
lesser extent (up 3.5%). 


Despite increases in private consumption of 6.9% and of 
gross asset formation by 8.2%, total 1977 real GNP rose 
only 3.5% (3.9% excluding agriculture) after 5.2% (5.4%) 
the year before. Total demand rose 4.9 percent after 

8.6 percent in 1977. One half of this increase was met by 
imports of goods and services, which expanded 8.5% in 

real terms and thus contributed to a new record merchan- 
dise trade deficit of AS73 billion and an unprecedented 
AS49 billion deficit on current account. The latter 
equalled 6.2% of 1977 GNP. Exports of goods and services 
in real terms rose only 5 percent with merchandise exports 
up 3.3% and tourist receipts stagnating at the preceding 
year's level. 


The 1.6% decline in imports in the first quarter of 1978 

to AS54.5 billion from the first quarter 1977 level re- 
flects largely the effect of demand restraints. In the 
same period, exports rose 6%, to AS40.6 billion which 
helped to reduce the trade deficit by 17% below the corres- 
ponding 1977 level. More than 40 percent of this decline 
reflected the 57% drop in car imports. A continuation of 
the present trend would suggest a trade deficit of about 
AS60 billion or 8 percent less than that projected by the 
economic research institute in its March 1978 forecast. 
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However, the authorities don't really expect this. While 
they hope that exports (in real terms) can be increased 
by at least 4.5 percent in 1978, given the intensification 
of GOA export promotion initiatives, there are doubts 
whether imports can be held below 1977 levels despite re- 
straining measures taken. However, since tourism is ex- 
pected to recover and net capital imports, mainly of 
borrowed funds for public authorities, will probably be 
higher than last year, it is hoped to slow the drain on 
the country's official currency reserves. It is to be 
noted in this connection that in the projected balance 

of payments trends, the extremely large amount of errors 
and omissions creates serious estimating problems. This 
unexplained amount has grown to about half of the current 
account deficit and currently equals about 3% of nominal 
GNP. 


While the country's continued adherence to a hard currency 
policy contributed to the retardation of export growth, it 
helped at the same time to contain inflationary pressures. 
The rise of consumer prices slowed from 7.3% in 1976 to 
5.5% last year on an annual average basis. The downward 
trend of international raw material prices and continued 
invoicing of petroleum bills in US dollars were major 


factors in this satisfactory development. Since the end 
of 1977, when consumer prices were only 4.6% above the year- 
ago level, the gap has narrowed further -- it was 3.8 per- 
cent in March and, barring unforeseen developments, might 
remain under 4% for the year as a whole. The recent slow- 
down of price increases was achieved despite the tax 

boost which went into effect on January 1, above all the 
increase in the VAT rate from 18% to 30% for luxury goods. 
Due to the slack in private demand early this year, bus- 
iness is hesitant to pass on the increased tax burden to 
the consumers. The new road tax due to take effect on 
July 1 and expected to yield at least AS1.1 billion this 
year (and AS2.2 billion annually as of 1979) is expected 
to have but a minimal impact on price levels. The more 
moderate wage round currently underway wherein average 
wage levels (per capita basis) are expected to rise 6.5% 
(after 8.1 percent in 1977) should also help to hold 

down inflationary pressures. This coincides with recently 
renewed efforts by the Trade Minister to tighten price 
control legislation in order to bring importers' profit 
margins and prices of all imported goods under the Minister's 
price-fixing authority. Labor organizations strongly 
support the Minister's intention and at the same time re- 
commend wage tax reductions to take effect in January 1979, 


which would permit continued reasonable increases in real 


wages while simultaneously holding the 1id on nominal wage 
demands. 
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(With an increase in the unemployment rate from 1.8% in 
both 1976 and 1977 to 2.5% in 1978 in prospect, wage dis- 
cipline should be facilitated through employees' growing 
concern over job security), The Finance Minister, who 
fears a revenue loss of about AS8 to AS10 billion from 
this tax reduction (which would jeopardize his efforts 

to halt the rising budget deficit) objects, but with 
national elections due in 1979 the political pressures 
may be difficult to resist, 


Implications for the United States 


U.S. exports to Austria in 1977 were up 13.7% over 1976 
and totalled AS7,006 million -- 3% of the Austrian import 
market (3.2% without oil). Austrian exports to the U.S. 
totalled AS5,039 million, up 26.3% over 1976. Principal 
U.S. exports in 1977 were business machines (up 368%); 
non-electric machinery (up 34%); vehicles (up 22%); elec- 
trical machinery (up 9%); metal, ore and scrap (up 15%); 
and chemicals (down 10%), 


Overall in 1977, Austrian imports increased 14% over 1976 
to AS234.8 billion, while exports increased only 6.6% to 
AS161.8 billion. The result was a record trade deficit 
of AS73 billion, a 35% increase over 1976. 


In an attempt to cut imports Austria has recently intro- 
duced such measures as the luxury tax, an import-monitor- 
ing system for steel and textiles, self-restraint agree- 
ments with some trading partners, stricter application 

of sanitary and quality controls to imports and restrict- 
ion of consumer credits. New export promotion measures 
also have been introduced. In the coming months all these 
measures may have a depressing effect on the expansion 

of U.S. sales here. 


Despite these new restraints,U.S, exports to Austria during 
the first quarter of 1978 were up 8.4% to AS818 million 
over the corresponding period last year and accounted for 
3.3% of the market (3.6% without oil). This favorable 
development probably reflects in part the price advantage 
gained in recent years as the dollar-schilling parity has 
changed. In the last six months alone the dollar has de- 
preciated about 11% in terms of the schilling and most of 
this has been in the first quarter of 1978. If this first 
quarter trend continues, U.S. exports to Austria in 1978 
could exceed AS7.5 billion (about $500 million) and in- 
crease the U.S. market share from 3.0% to 3.2% (3.2 to 3,5% 
in non-oil imports). 
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No new Austrian nuclear plants are planned for the time 
being, but non-nuclear energy producing capacity will be 
significantly expanded in the period ahead. Austria is 
also planning major purchases of new medical equipment for 
hospitals around the country, 


U.S. agricultural exports to Austria will continue to con- 
Sist largely of such bulk commodities as soybean meal, 1/ 
raw tobacco, and hides and skins. A small but growing 
market for U.S. pork variety meats has emerged as a result 
of the abolition last year of veterinary ban against 

U.S. raw pork. U.S. canned fruits, now a staple item in 
Austrianfood stores, may find it more difficult to hold 
their own in the face of mounting competition from other 
countries and stricter enforcement of Austrian food regul- 
ations. 


To facilitate competition in the Austrian market, U.S. ex- 
porters should avail themselves of the services provided 
by the Departments of Commerce and Agriculture and the 
American Embassy. The Agent/Distributor Service which 
Commerce offers can not only assist in locating a suit- 
able agent or distributor, but can often provide an in- 
dication of market potential from the responses received. 
Acquiring a good agent or distributor is essential to en- 
sure continued sales. Most Austrian distributors prefer 
to deal directly with the U.S. supplier rather than with 

a distributor or agent in another country. The American 
supplier should also provide after-sales service and the 
rapid delivery of spare parts, This follow-up service 

is most important where competition is very sharp. Finally, 
American exporters must be prepared to meet competition 
from EC and EFTA member countries which now enjoy duty free 
entry to Austria for most industrial products. There are 
several suitable trade fairs in Austria for individuals 
exhibiting U.S. products ranging from catalog exhibits to 
technical sales seminars and trade missions, For more 
details regarding these events, American exporters should 
consult the Department of Commerce. 


The Austrian Government generally welcomes productive 
foreign investment, viewing it as an adjunct to its full 
employment policy. Full foreign ownership is permitted, 
but some American firms have found joint ventures to be 
advantageous. A detailed discussion of the foreign in- 
vestment climate may be found in Vienna's A-020, January 
28, 1978. 


1/ If a new tax currently under consideration in Parliament 
is legislated, access for soybean meal would be adversely 
affected. 
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In the area of foreign trade policy, U.S. and Austrian 
objectives are generally compatible. Austria, which is 
heavily dependent on trade, shares U.S. interest ina 
successful outcome of the Tokyo Round of multilateral 
trade negotiations. At the same time, Austria often takes 
positions closer to those of its EC/EFTA partners on in- 
dividual issues. Although Austrian measures to stem the 
growing import tide appear not to affect many American 
products, U.S. exporters can expect increasing insistence 
on some measure of economic compensation on large con- 
tracts or major projects. Such offset arrangements may 
take many forms including local assembly, purchase of 
components, or outright purchase of Austrian goods for sale 
in the United States or third country markets. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 
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Commercial and economic information on most trading part- 
ners of the United States is available from the U.S. Depart- 
ment of Commerce. 


A Country Marketing Manager is responsible for a country 
or group of countries as listed below. Assistance or informa- 
tion about marketing in these countries may be obtained by 
dialing these key people directly: 202-377 plus the given 
extension. 


Area Extension 
Africa 


Algeria, Libya, Morocco, Tunisia 
Remainder of Africa (except Egypt) 
Europe 
France and Benelux Countries 
Germany and Austria 
Italy, Greece and Turkey 
Nordic countries 
Spain, Portugal, Switzerland and Yugoslavia 
United Kingdom and Canada 


Far East 


Australia and New Zealand 
Fast Asia and Pacific 
Japan 

Southeast Asia 


Latin America 


Brazil, Argentina, Paraguay and Uruguay 

Mexico, Centra! America, and Panama 

Remainder of South America and Caribbean 
countries 


Near East 


Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, 
Yemen Arab Republic 

Iran, Israel, Egypt 


Eastern Europe 
USSR 
Peoples Republic of China 





